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APPENDIX A TO PART 356—BIDDER
CATEGORIES

I. CATEGORIES OF ELIGIBLE BIDDERS

We describe below various categories of
bidders eligible to bid in Treasury auctions.
You may use them to determine whether we
consider you and other persons or entities to
be one bidder or more than one bidder for
auction bidding and compliance purposes.
For example, we use these definitions to
apply the competitive and noncompetitive
award limitations and for other require-
ments. Notwithstanding these definitions,
we consider any persons or entities that in-
tentionally act together with respect to bid-
ding in a Treasury auction to collectively be
one bidder. Even if an auction participant
does not fall under any of the categories list-
ed below, it is our intent that no auction
participant receives a larger auction award
by acquiring securities through others than
it could have received had it been considered
one of these types of bidders.

(a) Corporation—We consider a corporation
to be one bidder. A corporation includes all
of its affiliates, which may be persons, part-
nerships, or other entities. We consider a
business trust, such as a Massachusetts or
Delaware business trust, to be a corporation.
We use the term ‘‘corporate structure’ to
refer to the collection of affiliates that we
consider collectively to be one bidder. An af-
filiate is any:

e Entity that is more than b50-percent
owned, directly or indirectly, by the corpora-
tion;

e Entity that is more than b50-percent
owned, directly or indirectly, by any other
affiliate of the corporation;

e Person or entity that owns, directly or
indirectly, more than 50 percent of the cor-
poration;

e Person or entity that owns, directly or
indirectly, more than 50 percent of any other
affiliate of the corporation; or

e Entity, a majority of whose board of di-
rectors or a majority of whose general part-
ners are directors or officers of the corpora-
tion, or of any affiliate of the corporation.

An entity that is more than 50-percent
owned as described in this definition is not
an affiliate, however, if:

e The purpose of such ownership is to seek
a return on investment and not to engage in
the business of the entity;

e The owner does not routinely exercise
operational or management control over the
entity;

e The owner does not exercise any control
over investment decisions of the entity re-
garding U.S. Treasury securities;

e The corporation has written policies or
procedures, including ongoing compliance
monitoring processes, that are designed to
prevent it from acting together with the en-
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tity regarding participation in Treasury auc-
tions or investment strategies regarding
Treasury securities being auctioned; and

e The corporation submits notice and cer-
tification to us, as provided in this appendix
A.

A corporation that plans to make use of
this exception to the definition of ‘‘affiliate”
must inform us of this fact in writing and
provide the following certification:

[Name of corporation] hereby certifies
that, with regard to any entity of which it
owns more than 50 percent as defined in ap-
pendix A to 31 CFR part 356, but for which
the purpose of such ownership is to seek a re-
turn on investment and not to engage in the
business of the entity:

e We do not routinely exercise operational
or management control over the entity;

¢ We do not exercise any control over in-
vestment decisions of the entity regarding
U.S. Treasury securities;

e We have written policies or procedures,
including ongoing compliance monitoring
processes, that are designed to prevent the
corporation from acting together with the
entity regarding participation in Treasury
auctions or investment strategies regarding
Treasury securities being auctioned; and

e We will continue to meet the terms of
this certification until we notify the Treas-
ury of a change.

(b) Partnership—We consider a partnership
to be one bidder if it is a partnership for
which the Internal Revenue Service has as-
signed a tax-identification number. A part-
nership includes all of its affiliates, which
may be persons, corporations, general part-
ners acting on behalf of the partnership, or
other entities. We use the term ‘‘partnership
structure” to refer to the collection of affili-
ates that we consider collectively to be one
bidder. We may consider a partnership struc-
ture that contains one or more corporations
as a ‘‘partnership’” or a ‘‘corporation,” but
not both.

An affiliate is any:

e Entity that is more than b50-percent
owned, directly or indirectly, by the partner-
ship;

e Entity that is more than b50-percent
owned, directly or indirectly, by any other
affiliate of the partnership;

e Person or entity that owns, directly or
indirectly, more than 50 percent of the part-
nership;

e Person or entity that owns, directly or
indirectly, more than 50 percent of any other
affiliate of the partnership; or

e Entity, a majority of whose general part-
ners or a majority of whose board of direc-
tors are general partners or directors of the
partnership or of any affiliate of the partner-
ship.

An entity that is more than 50-percent
owned as described in this definition is not
an affiliate, however, if:
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e The purpose of such ownership is to seek
a return on investment and not to engage in
the business of the entity;

e The owner does not routinely exercise
operational or management control over the
entity;

e The owner does not exercise any control
over investment decisions of the entity re-
garding U.S. Treasury securities;

e The partnership has written policies or
procedures, including ongoing compliance
monitoring processes, that are designed to
prevent it from acting together with the en-
tity regarding participation in Treasury auc-
tions or investment strategies regarding
Treasury securities being auctioned; and

e The partnership submits notice and cer-
tification to us, as provided in this appendix
A.

A partnership that plans to make use of
this exception to the definition of ‘‘affiliate”’
must inform us of this fact in writing and
provide the following certification:

[Name of partnership] hereby certifies
that, with regard to any entity of which it
owns more than 50 percent as defined in ap-
pendix A to 31 CFR part 356, but for which
the purpose of such ownership is to seek a re-
turn on investment and not to engage in the
business of the entity:

e We do not routinely exercise operational
or management control over the entity;

e We do not exercise any control over in-
vestment decisions of the entity regarding
U.S. Treasury securities;

e We have written policies or procedures,
including ongoing compliance monitoring
processes, that are designed to prevent the
partnership from acting together with the
entity regarding participation in Treasury
auctions or investment strategies regarding
Treasury securities being auctioned; and

e We will continue to meet the terms of
this certification until we notify the Treas-
ury of a change.

(c) Government-related entity—We consider
each of the following entities to be one bid-
der:

(1) A state government or the government
of the District of Columbia

(2) A unit of local government, including
any county, city, municipality, or township,
or other unit of general government as de-
fined by the Bureau of the Census for statis-
tical purposes.

(3) A commonwealth, territory, or posses-
sion of the United States.

(4) A governmental entity, body, or cor-
poration established under Federal, State, or
local law.

(5) A foreign central bank, the government
of a foreign state, or an international organi-
zation in which the United States holds
membership. This type of entity applies only
when such entity is not using an account at
the Federal Reserve Bank of New York (See
paragraph (f).).

31 CFR Ch. Il (7-1-10 Edition)

We generally consider an investment, re-
serve, or other fund of one of the above gov-
ernment-related entities as part of that enti-
ty and not a separate bidder. We will con-
sider a government-related entity’s fund to
be a separate bidder if it meets the definition
of the ‘‘trust or other fiduciary estate’’ cat-
egory, or if applicable law requires that the
investments of such fund be made sepa-
rately.

(d) Trust or other fiduciary estate—We con-
sider a legal entity created under a valid
trust instrument, court order, or other legal
authority that designates a trustee or fidu-
ciary to act for the benefit of a named bene-
ficiary to be one bidder. The following condi-
tions must also be met for us to consider a
trust entity to be one bidder:

e The legal entity must be able to be iden-
tified by:

1. The name or title of the trustee or fidu-
ciary;

2. Specific reference to the trust instru-
ment, court order, or legal authority under
which the trustee or fiduciary is acting; and

3. The unique IRS-assigned employer iden-
tification number (not social security num-
ber) for the entity.

e The trustee or fiduciary must make the
decisions on participating in auctions on be-
half of the trust or fiduciary estate.

(e) Individual—We consider a person to be
one bidder, regardless of whether he or she is
acting as an individual, a sole proprietor, or
for any entity not otherwise defined as a bid-
der. If a person meets the definition of an af-
filiate within a corporate or partnership
structure, we will consider him or her to be
a bidder in this ‘“‘individual’ category if the
corporation or partnership is not bidding in
the same auction. We do not consider a per-
son acting in an official capacity as an em-
ployee or other representative of a bidder de-
fined in any other category to be an ‘‘indi-
vidual’’ bidder. We consider a person, his or
her spouse, and any children under the age of
21 having a common household to be one
“individual’ bidder.

(f) Foreign and International Monetary Au-
thority (“FIMA”’)—We consider one or more
parties making up a foreign or international
monetary organization that is not private in
nature to be a bidder called a FIMA entity if
at least one of the parties is a foreign or
international entity that is (i) financial in
nature, or (ii) not financial in nature but is
authorized to open an account at the Federal
Reserve Bank of New York. We consider each
of the following entities to be a single FIMA
entity:

(1) A foreign central bank or regional cen-
tral bank.

(2) A foreign governmental monetary or fi-
nance entity.

(3) A non-governmental international fi-
nancial organization that is not private in
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nature (for example, the International Mone-
tary Fund, the World Bank, the Inter-Amer-
ican Development Bank, and the Asian De-
velopment Bank).

(4) A non-financial international organiza-
tion that the United States participates in
(for example, the United Nations).

(5) A multi-party arrangement of a govern-
mental ministry and/or a foreign central
bank or monetary authority with a United
States Government Department and/or the
Federal Reserve Bank of New York.

(6) A foreign or international monetary en-
tity or an entity authorized by statute or by
us to open accounts at the Federal Reserve
Bank of New York.

(g) Other Bidder—We do not consider a bid-
der defined by any of the above categories to
be a bidder in this category. For purposes of
this definition, ‘‘other bidder” means an in-
stitution or organization with a unique IRS-
assigned employer identification number.
This definition includes such entities as an
association, church, university, union, or
club. This category does not include any per-
son or entity acting in a fiduciary or invest-
ment management capacity, a sole propri-
etorship, an investment account, an invest-
ment fund, a form of registration, or invest-
ment ownership designation.

II. How To OBTAIN SEPARATE BIDDER
RECOGNITION

Under certain circumstances, we may rec-
ognize a major organizational component
(e.g., the parent or a subsidiary) in a cor-
porate or partnership structure as a bidder
separate from the larger corporate or part-
nership structure. We also may recognize
two or more major organizational compo-
nents collectively as one bidder. All of the
following criteria must be met for such com-
ponent(s) to qualify for recognition as a sep-
arate bidder:

(a) Such component(s) must be prohibited
by law or regulation from exchanging, or
must have established written internal pro-
cedures designed to prevent the exchange of,
information related to bidding in Treasury
auctions with any other component in the
corporate or partnership structure;

(b) Such component(s) must not be created
for the purpose of circumventing our bidding
and award limitations;

(c) Decisions related to purchasing Treas-
ury securities at auction and participation
in specific auctions must be made by em-
ployees of such component(s). Employees of
such component(s) that make decisions to
purchase or dispose of Treasury securities
must not perform the same function for
other components within the corporate or
partnership structure; and

(d) The records of such component(s) re-
lated to the bidding for, acquisition of, and
disposition of Treasury securities must be
maintained by such component(s). Those
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records must be identifiable—separate and
apart from similar records for other compo-
nents within the corporate or partnership
structure. To obtain recognition as a sepa-
rate bidder, each component or group of
components must request such recognition
from us, provide a description of the compo-
nent or group and its position within the cor-
porate or partnership structure, and provide
the following certification:

[Name of the bidder] hereby certifies that
to the best of its knowledge and belief it
meets the criteria for a separate bidder as
described in appendix A to 31 CFR part 356.
The above-named bidder also certifies that it
has established written policies or proce-
dures, including ongoing compliance moni-
toring processes, that are designed to pre-
vent the component or group of components
from:

(1) Exchanging any of the following infor-
mation with any other part of the corporate
[partnership] structure: (a) yields or rates at
which it plans to bid; (b) amounts of securi-
ties for which it plans to bid; (c¢) positions
that it holds or plans to acquire in a security
being auctioned; and (d) investment strate-
gies that it plans to follow regarding the se-
curity being auctioned, or

(2) In any way intentionally acting to-
gether with any other part of the corporate
[partnership] structure with respect to for-
mulating or entering bids in a Treasury auc-
tion.

The above-named bidder agrees that it will
promptly notify the Department in writing
when any of the information provided to ob-
tain separate bidder status changes or when
this certification is no longer valid.

[69 FR 45202, July 28, 2004, as amended at 70
FR 29456, May 23, 2005]

APPENDIX B TO PART 356—FORMULAS
AND TABLES

I. Computation of Interest on Treasury
Bonds and Notes.

II. Formulas for Conversion of Fixed-Prin-
cipal Security Yields to Equivalent Prices.

IIT. Formulas for Conversion of Inflation-
Protected Security Yields to Equivalent
Prices.

IV. Computation of Adjusted Values and
Payment Amounts for Stripped Inflation-
Protected Interest Components.

V. Computation of Purchase Price, Discount
Rate, and Investment Rate (Coupon-Equiv-
alent Yield) for Treasury Bills.

The examples in this appendix are given
for illustrative purposes only and are in no
way a prediction of interest rates on any
bills, notes, or bonds issued under this part.
In some of the following examples, we use in-
termediate rounding for ease in following
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